In this paper, we build a stylized model to study firm's pricing decisions in a CM campaign and its implications on the total donation amount to the participating charity. In the base model, there is a firm making and selling a product. In a CM campaign, the firm donates part of the sales revenue to a charity for each unit of the product sold. An important feature of our model is that consumers are heterogeneous with respect to their preferences for both the product itself and the social cause. It has been empirically validated that people have different levels of prosociality (Kraft, et al., 2017) . According to the survey conducted by Cone Communications, 64% of Americans say they are inclined to support social and environmental issues 3 .
Although cause marketing is often associated with price increases to make up for the donation cost (Krishna and Rajan, 2009), e.g., a Gap Red T-shirt is priced at $28.00 which is $11.50 more than most Gap T-shirts, we find that an increase in product price may not be an optimal strategy with CM. In practice, there are some cases when a firm offers a price discount along with a CM campaign, for example, Macy's annual Shop-for-a-Cause sales. Our results provide a possible justification for this type of pricing strategy. Furthermore, although many people have the concern that there is often too much of a disconnect between the causes firms support and the brands and products they sell 4 , a higher degree of firm-cause fit may decrease the total amount of funds a charity is able to raise through a CM campaign, because the firm may choose to be less generous in terms of the donation amount for each unit of product sold.
We further extend our base model in two ways: First, we consider the case when the firm is able to design a new version of the product (e.g., red iPhone) and link it, instead of the regular version, to the social cause. In practice, some firms (e.g., Apple) choose to implement the CM
